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Report of the Board of Directors to the Shareholders 


We are pleased to submit herewith the 
tenth annual report of SINTRA Ltd. 
covering the period from January 1st 
to December 3ist, 1972. 


Your company’s performance 

in 1972 

With annual earnings topping the 
$200,000 mark for the first time, the 
year 1972 allowed your Company to 
mark a decisive point in its develop- 
ment program. 


The year started favourably with 
market conditions showing some 
advance. Efforts were concentrated 
primarily on the Quebec market where 
SINTRA Ltd. and its affiliates are 
already well established. 


Outside Canada, the strong pace of 
activity maintained in recent years 
was cut back sharply in view of the 
unsettled conditions prevailing in 
international money markets and the 
risks inherent for your Company in the 
several crises which arose therefrom. 


Real earnings per share of 

one dollar 

In addition to the earnings of $0.77 
per share reported in the consolidated 
financial statements, the share of 
SINTRA Ltd. in the earnings of 
MODERN CONSTRUCTION & PAVING 
Ltd. and EST SERVICE Inc. should 
also be noted. The portion of these 
earnings attributable to SINTRA Ltd. 
being in the amount of $62,600 or 


Variance 
. . s ie) 
Highlights of Consolidated J 1972 1971 /o 
Financial Statements ge 
Po SES eRe hy ekdl stem rnn Capra fete tN 8,304,589. 7,699,295. + 79 
DePreciatlon areas am ee 568,235. 513,417. + 10.7 
Aet DIOR cena inns. eue aan: 204,568. 148,018. + 38.2 
Working; Capitals ates pice ake ee, 496,124. 398,911. + 24.3 
Cash Flow from operations .............. 772,803. 661,435. + 16.8 
Shares issued at December 31 ........ 267,000 267,000 
Shareholders’ equity per share ........ 8.21 7.69 + 6.8 
/ Net earnings per share™® ................... O77, 0.55 + 38.2 


*It is interesting to note that these earnings per share are $1.00 and $0.72 after taking into consider- 
ation SINTRA Ltd. interest in affiliated companies. 


James Bay Project. 
Transportation of equipment 


James Bay Project. 


Pontax Camp.¥ 


$0.23 per share, the net total earnings 
per share are accordingly of one 
dollar. 


The outlook for the current year being 


already quite encouraging, the relati- | 
vely low market price of the Compa-/ 


ny’s shares which reflects a price- 
earnings ratio of approximately 7 only 
is quite surprising. While it is true that 
the market for these shares remain 
somewhat narrow, we are convinced 
that the many shareholders who up 
to now have shown confidence in their 
Company shall very shortly be satisfi- 
ed with the performance of their 
securities. 


Your investments 

Herewith is a brief commentary on the 
year’s activities for each of the com- 
panies in which SINTRA Ltd. holds 
an interest. 


SEROC INC. 

A 38.2% increase in earnings over 
the previous year adequately summa- 
rizes the performance of this company 
during the fiscal period. A high degree 
of activity was maintained in the 
Province with the realization of such 
large scale projects as: 


— completion of the first Sher- 
brooke-Bromptonville section of 
the Trans-Quebec autoroute in 
this region; 

— construction of an _ important 
shopping centre in the vicinity 
of Sherbrooke; 

— creation of an extensive sewage 
and aqueduct system in the 
Eastern Townships region. 


The company pursued its diversifi- 
cation program and continued to care- 
fully divide its activities between 
regional works and large scale pro- 


jects so as to avoid undue exposure 
to the periodic recessions attendant 
on each economic cycle. 


In this context, the company became 
involved in 1973 on two new fronts: 


The James Bay Development where, 
in partnership with another firm, it 
secured two contracts for the con- 
struction of 66 miles of road between 
Matagami and Fort George. This work 
is scheduled for realization over a 
two year period and the company’s 


share of the contract price is in the 
order of $12,000,000. 


The Caribbean where, in association 
with local interests and residents, the 
company was charged with the setting 
up of a corporation destined to occupy 
an important place in the public works 
sector. Modest earnings have already 
been achieved during the first fiscal 
period thus confirming the success 
anticipated when this equal associ- 
ation between local and_ foreign 
partners was first established. 


MODERN CONSTRUCTION & PAVING LTD. 
The growth rate of this company 
remained very high during 1972 and it 
succeeded in doubling its sales vol- 
ume in less than three years. Similar 
advances were recorded in earnings 
and cash flow with the result that the 
company was able to finance from its 
own resources substantial investments 
required both in new equipment and 
for the maintenance and improvement 
of equipment already on hand. 


In addition to the usual municipal and 


road works, this company was involv- 
ed in a variety of major projects: 


—a contract for 240,000 tons of 
asphalt for the Trans-Canada 
highway; 

— the Sorel-Montreal autoroute; 

—the development of industrial 
parks; 

—the development of a Provincial 
tourist park. 


It would be presumptuous at this time 
to forecast results for the year in 


4 Sorel-Montreal Autoroute. 


mW Boulevard Gagné in Sorel (C.P.M.). 


progress with the season being barely 
under way; we can point out however 
that the outlook is generally favourable 
and that encouraging results should 
again be achieved barring abnormal 
weather conditions. 


The rapid growth of the last few years 
as well as the opening of a new office 
and plant in Joliette required certain 
organizational changes within the 
company with a view to making it 
respond more adequately to market 
requirements. The experience and 
determination of the Company's 
management will ensure the proper 
completion of this task. 


EST SERVICE INC. 

During 1972 this company of which 
SINTRA Ltd. is a shareholder, sold 
its branches in Sherbrooke and Drum- 
mondville to concentrate on the Mont- 
real market where it already serves an 
important clientele. This new orien- 
tation seems better suited to the com- 
pany’s goals and its intent to take on 
new activities within the Montreal 
territory rather than restrict itself to 
the marketing of one product — tires 
— ona larger geographical scale. 


Penetration of new markets 

As already stated, your Company’s 
goal is continued growth in three 
areas, namely: traditional construction 
activities, large scale national projects 
such as James Bay and _ projects 
outside Canada in selected areas such 
as the Caribbean. 


Other projects are presently under 
study and we expect that new areas of 
development should be added to the 
foregoing list in the near future. 


Extension work at the SIDBEC 
plant in Contrecoeur. 


Internal reorganization 

In order to more effectively meet the 
demands of this growth program, your 
Board of Directors carried out an in- 
depth reappraisal of the organizational 
structures of the Company’s subsidi- 
aries and affiliates. 


This reappraisal led to a recommen- 
dation in favour of a policy of decen- 
tralization and the establishment of 
decision centers on a regional basis. 
These centers are to be in direct com- 
munication with a central organism 
which will provide them on a group 
basis with all the specialized services 
necessary for their proper operation. 


The resulting organizational structure 
will accordingly combine the flexibility 
and market penetration of a regional 
contractor with the technical capabi- 
lities and financial solidity of big 
business; the group will function in 
effect somewhat in the style of a 
“federation of regional contractors.” 


As already mentioned, this reorgani- 
zation will commence during 1973 
and will be carried out with all the 
safeguards necessary to meet and 
overcome without disruption the prob- 
lems inherent in any change. We 
anticipate that the process will be 
spread over a period of two to three 
years and will reasonably lend itself 
to further expansions within the group. 


Labour relations 

The collective agreements governing 
relations between your Company and 
its employees in areas not covered by 
the construction decree, were renew- 
ed in June 1972 on conditions satis- 
factory to both parties. The preceding 
agreements expired during the last 
months of 1971 and the new agree- 


ments signed after several months’ 
negotiations were achieved in a much 
more confident and cooperative 
climate than three years previous. 
These new contracts shall remain in 
force until the fall of 1974. 


We express the hope that the coming 
round of negotiations which must 
precede the renewal of the decree 
applicable to the construction industry 
as a whole will take place in equally 
healthy and realistic conditions. This 
decree governs labour relations within 
the construction industry proper and 
affects some two-thirds of our work- 
ers. The negotiations in question fall 
outside the Company’s sphere of 
responsibility and shall take place 
between management and_ labour 
groups acting for the whole of the 
province; theoretically, they are 
scheduled for completion during the 


spring. 


Outlook 
As already noted, the general outlook 
is quite satisfactory. 


The construction sector being inev- 
itably subject to the whims of nature 
and to variable climatic conditions, 
not to mention the difficulties arising 
from the interpretation and implemen- 
tation of new labour laws, it is obvious- 
ly difficult to advance any detailed 
forecasts at this stage. We anticipate 
however that, barring unforeseen 
developments, results for 1973 should 
be similar to those for 1972. 


With such an ambitious program 
ahead of us, we need the support and 
cooperation of all our employees. We 
thank them on your behalf for the 
results achieved during 1972 and we 
firmly believe that their ability and 


ingenuity will allow them to readily 
overcome any difficulties encountered 
in 1973 and to make this year equally 
successful. 


On behalf of the Board of Directors, 


pe | 


GEORGES RAVEAU, 
President 


April 26, 1973 


Sintra Ltd. and its Subsidiary 


Consolidated Statement of Earnings 


For the Year Ended December 31, 1972 


Sales and contract revenue ....................0ccccccccceeeceese 


Cost of sales and contracts 
(including depreciation of fixed assets of $568,235 
in 1972 and of $513,417 in 1971) (note 3) ............ 


Grogs DRO tLe aie cline ka. 


Selling, general and administrative expenses ........ 


Other income and (expenses) 
MANAG ONION CGS erica wl Aiur cena Ul igy Aes be 
Otherinconmie (Expenses). i) a oncys ee dese sezee es 
interest on lonGg-tern: GEbW re, oo. k cs nolecewns 


Provision for income taxes 
CAD Tas) uy) oben eI Oc We aks 0 UN ARR ale AG Ue ee 
WY clda cle ME) NE ok RE eR ae ee 


/ Net earnings before extraordinary item .................. 


Wi 


Consolidated Statement or 
Retained Earnings 

For the Year Ended 

December 31, 1972 


Extraordinary item 
Reduction of income taxes on application 
Of lOSSESAOT: DITOIRY Gara mire et ced tte canned 


Net ‘earnings Tor the" year. eee ciciccee. 


Earnings per share 
Earnings before extraordinary item .............. wen ee 


Earnings fonthe years snssnisen ere ee 


Deficit — beginning of year ................. ee 


Neh earnings forthe Vea sunt eta es. Sc liod oe iezes 


EDITOR IC SPO IGe ou bs Matias eae reh Sees dc) RR screens 


Retained earnings (deficit) — end of year .............. 


1972 
$ 


8,304,589 


7,202,009 


1,102,580 


893,110 


209,470 


172,000 
39,689 
(34,705) 


176,984 
386,454 


25,986 
155,900 


181,886 


204,568 


204,568 


Ladiiad 


0.77 


82,087 


204,568 


122,481 


66,750 


55,731 


1971 
$ 


7,699,295 


6,654,760 


1,044,535 


845,581 


198,954 


116,800 
(4,718) 
(51,968) 


60,114 
259,068 


21,050 
110,000 


131,050 


128,018 


20,000 


148,018 


0.48~ 


0.55 


230,105 


148,018 


(82,087) 


(82,087) 


Sintra Ltd. and its Subsidiary 


Consolidated Balance Sheet as at bacember 31, 1972 


Assets 


Liabilities 


Shareholders’ 
Equity 


Signed on behalf of the Board, 
GEORGES RAVEAU, Director 


GERARD LESSERE, Director 


Current Assets 
LOT) 4 MRR cemimmen ce psi Meir inh 9 lt, wl Unteh A AOReV 
Marketable securities — at cost 

(quoted value 1972 — $61,092; 1971 — $69,905) 

(OTS ep ES The ae ee eee eis ee re ek 
Accounts receivable and unbilled 

completed ‘contracts (note: 2), ee 
Holdbacks receivable. (nolei2) tee ei re aes 
Advances without interest to a joint venture .............. 


Inventories — at the lower of cost or net realizable 
value 


Investments 

Shares of affiliated companies — at cost (equity 
value: 1972 — $338,416; 1971 — $272,955) ........ 

Shares of other companies — at cost ...........000........ 


Fixed, Assets#{note O)cc. ie een eet hee ea ea 


Excess of cost of shares in subsidiary over net 
book value at date of acquisition (note 4) .......... 


Current Liabilities 

Bank advances — secured (note 2) ..............00.06 
Accounts payable and accrued liabilities .................. 
Current portion of long-term debt ............0000000000. 


Long-term: .debti(mote.5)- dest) nee enone ean wee 
Deferred income taxes (note 6) ....................cc eu. 


Capital stock 
Authorized — 
500,000 common shares of no par value 
Issued and fully paid — 
261,000 ASHAleS pant. hater en 3 Ale) Sas een 
Retained earnings (deficit) oo... eee 


1972 
$ 


10,861 


72,764 


1,241,709 
383,735 
104,598 


379,814 
2,805 


2,196,286 


298,250 
66,725 


"364,975 
1,039,218 


737,314 


4,337,793 


358,550 
1,187,827 
153,785 


1,700,162 


180,000 
265,900 


2,146,062 


2,136,000 
55,731 


2,191,731 
4,337,793 


1971 
$ 


4,425 


87,696 
954,439 
368,498 


294,352 
12,580 


1,721,990 


292,000 
5,000 


297,000 
1,077,473 


737,314 


3,833,777 


214,220 
953,035 


155,824 


1,323,079 
346,785 
110,000 


1,779,864 


2,136,000 
(82,087) 


2,053,913 
3,833,777 


Sintra Ltd. and its Subsidiary 
Consolidated Statement of Source and 
Use of Working Capital 


For the Year Ended December 31, 1972 


1972 1971 
$ $ 
Source of working capital 
Netearnings for the: Weems cack ee ee horrid! bk enum. 204,568 148,018 
Items not affecting working capital — 
Depreciation of fixed assets ........0.0... 568,235 513,417 
Deferred Income taxest. se ee 155,900 110,000 
Provided ‘from: Operationes <.trq ie es Oe 928,703 LE3,435 
Use of working capital 
PUFCHaSOLOR INVESEMOCNTS ).......5o eres SO oc 67,975 37,600 
Additions to fixed assets — net ........0000.......00ceee. 529,980 468,169 
Reduction of long-term debt ................. ee 166,785 154,971 
TEP s ote ra Foe Os 1 eee te oS ne Rm 66,750 
831,490 660,740 
Increase in working capital ..........0.......0. ee 97,213 110,695 
Working capital — beginning of year ...................... 398,911 288,216 
Working capital — end of year .............. 496,124 398,911 
Auditors’ Report We have examined the consolidated balance sheet of Sintra Ltd. and its subsidiary as at 
December 31, 1972 and the consolidated statements of earnings, retained earnings and 
to the Shareholders source and use of working capital for the year then ended. Our examination included a 


general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position 


of the companies as at December 31, 1972 and the results of their operations and 
the source and use of their working capital for the year then ended, in accordance with 


generally accepted accounting principles except for the classification of deferred income 


taxes as mentioned in note 6 to the financial statements, applied on a basis consistent 
with that of the preceding year. 


DheBrarth Comme Ele 


Montreal, February 16, 1973. Chartered accountants 


Sintra Ltd. and its Subsidiary 
Notes to Consolidated Financial Statements 


For the Year Ended December 31, 1972 


1. Principles of consolidation 


These financial statements include the accounts of Seroc Inc. and 
its subsidiary Sherbrooke Ready-Mixed Concrete Limited. 


2. Security for bank advances 


Marketable securities, book debts including unbilled completed 
contracts and holdbacks receivable have been pledged as security 
for a bank advance. 


3. Fixed assets 


1972 1971 

Cost Accumulated Net Net 

depreciation $ $ 
Land and quarries 281,554 73,372 208,182 242,611 
Buildings 263,978 143,586 120,392 118,112 

Machinery and 

equipment 773,885 621,068 152,817 187,236 
Rolling stock 4,055,730 3,497,903 557,827 529,514 


5,375,147 4,335,929 1,039,218 1,077,473 


The company calculates depreciation of machinery and equipment 
and rolling stock on a technical basis which takes into consi- 
deration a coefficient of wear and obsolescence. Depreciation of 
the remaining fixed assets is provided for on the diminishing 
balance basis. 


Certain land and equipment of the subsidiary were appraised, at 
the date of its acquisition in 1962, at a replacement cost that 
exceeded the net book value by an amount of $737,314. 


4. Excess of cost of shares in subsidiary over net book value at 
date of acquisition 


As mentioned in note 3, certain land and equipment of the subsi- 
diary were appraised at the date of its acquisition, at a cost that 
exceeded the net book value. The net book value of the shares of 
the subsidiary would be equivalent to the cost of the investment 
if the appraised value was recorded in the books of the subsidiary. 


5. Long-term debt 


Long-term debt comprises the following: 
oe le 


Loan at prime bank rate plus 1%, payable in 
RTS LAP aa Ae sandal te once dl a aah ten eae i Cain one, KALE Oe 50,000 100,000 


Loans at prime bank rate plus 1%, payable in 
instalments of $50,000 in 1973 and $62,500 in 


VO TAY O crecaicusstue oe isi piace ne eee eee eee 112,500 162,500 
5% mortgage loan, payable in semi-annual 

instalments Ole SOOO! Meee eee ke eee 3,500 4,500 
8.5% notes payable, secured .................00cee 14,853 
Notes payable, secured by lien ...........0.00.....00.. 2,785 5 foo 


8% loan payable in annual instalments of 
$50/000: from: 1973: fo. 1975) .3...5d ce a ee 150,000 200,000 


Balance of purchase price of shares of an 
affiliatedacompany, o0..ececee cee ee 15,000 15,000 


333,785 502,609 
LEeSSS Guhrente DOO mienacscestusccts meses eee 153,785 155,824 


180,000 346,785 


. Deferred income taxes 


Company policy consists of excluding from its income for tax 
purposes certain current assets mainly holdbacks receivable. 


In accordance with the income tax act, deferred income taxes of 
an amount of $241,000 will not be paid during the year that will 
end on December 31, 1973. 


Consequently, the company excludes from current liabilities de- 
ferred income taxes related to current assets. 


. Contingent liabilities 


(a) The company has guaranteed to an insurance company the 
completion of certain contracts by an affiliated company which 
are covered by a performance bond issued by that insurance 
company. 


(b) The company has guaranteed a bank loan of an affiliated 
company, to a limit of $100,000, for borrowings in excess of 
$140,000. As at December 31, 1972, the bank loan of the 
affiliated company amounted to $77,000 (1971 — $115,000). 


8. Statutory information 


The remuneration of the twelve directors and of the five officers, 
three of whom were also directors was as follows: 


1972 1971 

$ $ 
DITeClOrsidaS -GIneCtONS: sce pe eee 4,125 5,500 
OMicers.as) OMfICeIs) 2) tee kes ec ee 71,944 62,954 


. Comparative figures 


Certain figures on the financial statements as at December 31, 
1971 have been reclassified to conform with the presentation 
adopted in the current year. 
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